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TAGS: EEWT, ETRD, NZ, UR 

SUBJECT: NEW ZEALAND-USSR JOINT TRADE COMMISSION MEETINGS 
HARMONIOUS, BUT NOT TERRIBLY PRODUCTIVE 

1. SUMMARY: THE THIRD BIANNUAL MEETING OF THE 
NEW ZEALAND-USSR JOINT TRADE COMMISSION WAS HELD IN 
WELLINGTON MARCH 30 THROUGH APRIL 3. WITH A TRADE 
BALANCE WITH THE USSR 24-TO-l IN ITS FAVOR, NEW ZEALAND 
DID NOT EXPECT TO ATTAIN A GREAT DEAL IN THE TALKS; 

ITS EXPECTATIONS WERE FULFILLED. THE SOVIETS WERE 
ANXIOUS TO INCREASE THEIR SALES TO NZ AND TO REDUCE THE 
IMBALANCE IN BILATERAL TRADE; THEY WERE ENCOURAGED TO 
WORK HARD AT DOING SO. AS THE TRADE TALKS WERE BEING 
HELD, SEPARATE NEGOTIATIONS IN WELLINGTON RESULTED IN 
THE N.Z.-USSR AGREEMENT ON ACCESS FOR SOVIET FISHING 
VESSELS TO NEW ZEALAND'S 200 MILE ECONOMIC ZONE; 
COMMENTARY ON THOSE NEGOTIATIONS AND ON THE AGREEMENT 
ARRIVED AT IS BEING REPORTED BY SEPTEL. END SUMMARY. 
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2. FROM MARCH 30 THROUGH APRIL 3, TALKS WERE HELD IN 
WELLINGTON WITHIN THE FRAMEWORK OF THE N.Z.-USSR JOINT 
TRADE COMMISSION. CHAIRING THE NEW ZEALAND TEAM WAS 
HARRY HOLDEN, DEPUTY SECRETARY OF TRADE AND INDUSTRY 
AND FORMERLY NZ'S COMMERCIAL COUNSELOR IN WASHINGTON. 
HEADING THE SOVIET TEAM WAS N.N. SMEL YAKOV, DEPUTY 
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MINISTER OF FOREIGN TRADE. THE COMMISSION WAS ESTABLISHED 
IN 1973, AND HAS MET PREVIOUSLY IN 1974 IN WELLINGTON AND 
IN 1976 IN MOSCOW. 

3. IN RECENT YEARS, THE USSR HAS BECOME AN INCREASINGLY 
IMPORTANT MARKET FOR NEW ZEALAND. BY CONTRAST, 

NEW ZEALAND'S PURCHASES FROM THE USSR HAVE BEEN OF 
VERY MODEST VALUE. 

THE FOLLOWING TABLE WILL ILLUSTRATE (VALUES IN DOLLARS 
N.Z. MILLIONS): 

YEAR ENDED NZ EXPORTS NZ IMPORTS RATIO 


JUNE 30 

TO USSR 

FROM USSR 

1972 

25.3 

1.6 

16:1 

1973 

30.2 

1.3 

23:1 

1974 

37.8 

2.3 

17:1 

1975 

45.4 

4.0 

11:1 

1976 

62.1 

1.6 

39:1 

1977 

144.1 

6.0 

24:1 


GIVEN THIS PATTERN, NEW ZEALAND DID NOT EXPECT TO DERIVE 
SUBSTANTIAL GAINS FROM THE TALKS. THE N.Z. TEAM INDICATED 
AN INTEREST IN STABLE AND PREDICTABLE ACCESS FOR ITS 
EXPORTS OF BEEF, VEAL AND MUTTON AND REPORTEDLY FORMALLY 
REQUESTED THE CONCLUSION OF A MEDIUM-TERM AGREEMENT 
WHEREBY THE SOVIETS WOULD AGREE TO PURCHASE STATED 
LIMITED OFFICIAL USE 
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MINIMUM QUANTITIES WITH PRICES BEING REVIEWED AND 
FIXED ANNUALLY; THEY ALSO INQUIRED WHETHER THE SOVIETS 
MIGHT BE INTERESTED IN PURCHASING MORE N.Z. DAIRY 
PRODUCTS, AND WHETHER THEY MIGHT HAVE USE FOR 
NEW ZEALAND'S "FLETCHER" AGRICULTURAL AIRCRAFT, EITHER 
THROUGH PURCHASE OR THROUGH LICENSING. IN NO CASE WAS 
THE USSR TEAM VERY FORTHCOMING, REPLYING THAT THE 
SOVIET UNION TRADITIONALLY BOUGHT FROM MANY SOURCES 
AND PREFERRED TO MAINTAIN FLEXIBILITY BOTH IN 
QUANTITIES BOUGHT FROM FOREIGN SUPPLIERS AND IN THE 
SOURCING OF SUCH PURCHASES. THEY DID INDICATE, HOWEVER, 
THAT THEY UNDERSTOOD NEW ZEALAND'S DESIRE FOR MORE 
PREDICTABILITY AND WOULD KEEP THAT DESIRE IN MIND. ON 
AIRCRAFT, THE SOVIETS SAID THEY ALREADY MANUFACTURE THE 
MODELS AND QUANTITIES THEY NEED. 

4. FOR THEIR PART, THE SOVIETS EXPRESSED GREAT 
INTEREST IN BRINGING THEIR TRADE WITH NEW ZEALAND MORE 
NEARLY INTO BALANCE. THEY WERE PARTICULARLY ANXIOUS TO 
INCREASE THEIR SALES OF TRACTORS AND OTHER AGRICULTURAL 
EQUIPMENT, OF MACHINE TOOLS, HELICOPTERS, RAILWAY ROLLING 
STOCK, AND ELECTRICITY GENERATING AND TRANSMISSION 
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EQUIPMENT. FOR THE LATTER CATEGORIES, THE NEW ZEALAND 
TEAM PROMISED TO INSURE THAT APPROPRIATE CALLS FOR 
TENDERS BY THE ENERGY MINISTRY'S ELECTRICITY DIVISION AND 
THE NEW ZEALAND RAILWAYS WERE BROUGHT TO THE 
ATTENTION OF THE USSR EMBASSY IN WELLINGTON. FOR ALL 
CATEGORIES MENTIONED BY THE SOVIETS, THE NEW ZEALANDERS 
REMINDED THEM THAT THEIR SUCCESS IN THE NEW ZEALAND 
MARKET WOULD BE DEPENDENT ON OFFERING GOOD QUALITY 
PRODUCTS ON COMPETITIVE TERMS; EXCEPT FOR PARTS FOR 
AGRICULTURAL EQUIPMENT, NONE OF THE PRODUCTS MENTIONED 
BY THE SOVIETS IS SUBJECT TO IMPORT LICENSING RESTRICTIONS. 
THE SOVIETS ALSO REPEATED THEIR INTEREST IN INTRODUCING 
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THE LADA AUTOMOBILE INTO NEW ZEALAND, BUT ACCEPTED THE 
N.Z. TEAM'S OBSERVATION THAT BEYOND THE 300 COMPLETELY 
BUILT-UP UNITS BEING ADMITTED, ANY FURTHER IMPORTS OF 
LADAS WOULD HAVE TO BE IN COMPLETELY KNOCKED DOWN (CKD) 
FORM FOR LOCAL ASSEMBLY. THE SOVIETS SUGGESTED THAT A 
WORKING GROUP ON BILATERAL TRADE IN INDUSTRIAL MACHINERY 
BE SET UP, BUT THE NEW ZEALANDERS SAID THEY SAW LITTLE 
NEED AND THE IDEA WAS DROPPED. 

5. EMBASSY COMMENT: WHILE NEITHER SIDE GAINED OR GAVE 
MAJOR CONCESSIONS, THE TALKS WERE CONSIDERED USEFUL BY 
THE NEW ZEALANDERS. THE SIGNING OF A FISHERIES AGREE- 
MENT BETWEEN THE TWO COUNTRIES ON APRIL 4 (TO BE THE 
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SUBJECT OF A SEPTEL), WHILE NOT DIRECTLY RELATED TO THE 
TRADE TALKS, GIVES A MAJOR BOOST TO THE SOVIETS IN THEIR 
ECONOMIC RELATIONS WITH NEW ZEALAND; IF THE TRADE TALKS 
PRODUCED LITTLE, THE FISHING AGREEMENT WILL BE GENEROUS 
COMPENSATION. IN THIS RESPECT, AT LEAST, THE CHANCE 
SIMULTANEITY IN WELLINGTON OF THE SOVIET TRADE AND 
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FISHERIES TALKS WAS AN UNFORTUNATE COINCIDENCE FOR 
NEW ZEALAND. UNLIKE THE ON-GOING NEGOTIATIONS WITH THE 
JAPANESE, THE GNZ HAD NO INTEREST OR MOTIVATION IN ITS 
DISCUSSIONS WITH THE SOVIETS TO INDICATE ANY RELATION- 
SHIP BETWEEN FISHERIES ACCESS AND TRADE. NEVERTHELESS, 
AND DESPITE THE HEAVY TRADE BALANCE IN ITS FAVOR, THE 
APPEARANCE OF EVEN-HANDEDNESS IS BELIEVED TO HAVE MOVED 
THE GNZ TO PRESS THE SOVIETS WITH THE QUESTION, "WHAT 
ARE YOUR AGRICULTURAL PURCHASE INTENTIONS FOR 1978?" 

6. NEW ZEALANDERS TEND TO BE WARY OF SOVIET PRODUCTS 
GENERALLY, BUT THE VERY FAVORABLE PRICES WHICH 
THE SOVIETS HAVE BEEN ABLE TO OFFER FOR TRACTORS, 

MACHINE TOOLS, AND LADAS HAVE OVERCOME MUCH OF THE 
HESITATION ON THE PART OF NEW ZEALAND BUYERS. SOVIET 
EQUIPMENT IS GAINING THE REPUTATION OF BEING LESS 
SOPHISTICATED THAN THAT AVAILABLE FROM OTHER SOURCES, 
BUT CHEAPER AND OF ACCEPTABLE QUALITY. IF THE SOVIETS 
ARE SUCCESSFUL IN INCREASING THEIR EXPORTS TO NEW ZEALAND 
THROUGH RISING SALES OF THE PRODUCTS SPECIFIED IN PARA 4 
ABOVE, THEY MAY WELL DO SO AT THE EXPENSE OF U.S. 

SUPPLIERS, FOR THE U.S. IS A SOURCE OF NEW ZEALAND IMPORTS 
OF ALL THE PRODUCTS CITED. HEALY 
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